STATE OF WEST VIRGINIA

DIGEST OF REVENUE SOURCES
FISCAL YEAR JULY 1, 2012 to JUNE 30, 2013



STATE OF WEST VIRGINIA

DIGEST OF REVENUE SOURCES

FISCAL YEAR JULY 1, 2012 to JUNE 30,
2013

Compiled by
Budget Division

Legislative Auditor’s Office



Forward

This yearly publication is a compilation of the various types of revenues that are available to the
state of West Virginia in any given fiscal year from July 1 to June 30.

It consists of four types of revenues:

General revenues collected in the form of taxes; such as personal income tax,
corporate net income taxes, business and occupation taxes and consumer sales and
use taxes.

State Road Fund revenues such as motor fuel excise taxes and license taxes.
Lottery Fund revenues generated from lottery activities such as the racetrack video
lottery and table games, and miscellaneous games, power ball and scratch off tickets
sold by retail licensees.

Special revenue funds generated from agency collections for goods and services
provided to public and other agencies, fees, permits and licenses, and federal funds
such as grants and federal fund appropriations. This special revenue section also
contains trust account funds such as pension funds.

The front sections of the book provide detailed information on general revenue, state road fund,
and lottery collections. The back section of the book is a listing of special revenue funds. The

special revenue section lists the funds in organization order. The investment balances are also

given for funds that are authorized by statute to carry investments with either the state treasury
or investment management board.
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General Revenue Collections fiscal year 2012-2013

Personal Income Tax

$

1,745,566,591.00

Consumers Sales and Use Tax

1,193,289,992.00

Severance Tax

409,672,785.00

Corp. Income and Business Franchise

238,129,821.00

HB 102 Lottery Transfers

92,600,000.00

Business and Occupation Tax

127,111,826.00

Tobacco Products Tax

107,021,658.00

Insurance Tax

112,746,727.00

Interest Income

3,466,504.00

Departmental Collections

16,373,731.00

Liquor Profit Transfers

16,321,225.00

Miscellaneous Receipts 5,037,906.00
Senior Tax Credit Reimbursement Lottery 10,000,000.00
Beer Tax and Licenses 8,414,729.00
Property Transfer Tax 8,776,174.00
Property Tax 6,148,781.00
Ligquor License Renewal 451,328.00
Business Registration Tax 692,394.00
Miscellaneous Transfers 1,271,936.00
Racing Fees -0-

Charter Tax 61,550.00
Telecommunications Tax 60,516.00
Estate and Inheritance 1,823.00
Video Lottery Transfers 920,391.00

TOTAL

4,104,138,388.00




General Revenue Collections fiscal year 2011-2012

Personal Income Tax

$

1,688,963,133.00

Consumers Sales and Use Tax

1,215,973,366.00

Severance Tax

467,901,853.00

Corp. Income and Business Franchise

188,085,447.00

HB 102 Lottery Transfers

127,900,000.00

Business and Occupation Tax

121,031,382.00

Tobacco Products Tax

109,609,465.00

Insurance Tax

109,665,255.00

Interest Income

2,705,375.00

Departmental Collections

16,540,654.00

Liquor Profit Transfers

15,358,303.00

Miscellaneous Receipts 3,483,389.00
Senior Tax Credit Reimbursement Lottery 10,000,000.00
Beer Tax and Licenses 8,416,390.00
Property Transfer Tax 8,127,577.00
Property Tax 6,051,316.00
Ligquor License Renewal 451,328.00
Business Registration Tax 1,192,959.00
Miscellaneous Transfers 528,487.00
Racing Fees -0-

Charter Tax 74,137.00
Telecommunications Tax 96,367.00
Estate and Inheritance 15,937.00
Video Lottery Transfers 1,132,807.00

TOTAL

4,103,304,926.00




General Revenue Collections fiscal year 2010-2011

Personal Income Tax

$

1,593,168,829.00

Consumers Sales and Use Tax

1,148,243,766.00

Severance Tax

440,874,576.00

Corp. Income and Business Franchise

302,977,776.00

HB 102 Lottery Transfers

127,900,000.00

Business and Occupation Tax

127,591,014.00

Tobacco Products Tax

110,760,444.00

Insurance Tax

107,202,349.00

Interest Income

12,042,699.00

Departmental Collections

15,839,617.00

Liquor Profit Transfers 15,200,485.00
Miscellaneous Receipts 11,924,420.00
Senior Tax Credit Reimbursement Lottery 9,553,377.00
Beer Tax and Licenses 8,478,815.00
Property Transfer Tax 8,107,846.00
Property Tax 6,016,025.00
Liquor License Renewal 14,611,331.00
Business Registration Tax 2,239,181.00
Miscellaneous Transfers 331,589.00
Racing Fees 20,810.00
Charter Tax 150,963.00
Telecommunications Tax 22,520.00
Estate and Inheritance (93.00)
Video Lottery Transfers 527,770.00

TOTAL

4,063,786,110.00




General Revenue Collections Fiscal Year 2009-2010

Personal Income Tax

$ 1,446,852,095.00

Consumers Sales and Use Tax

1,095,686,166.00

Severance Tax

400,590,519.00

Corporate Income/Business Franchise

232,859,163.00

Business and Occupation Tax

133,386,079.00

HB 102 Lottery Transfers

127,900,000.00

Cigarette Tax

110,640,447.00

Insurance Tax

103,677,133.00

Interest Income

11,906,752.00

Departmental Collections

14,806,907.00

Ligquor License Renewal

21,544,114.00

Liquor Profit Transfers

14,557,551.00

Property Transfer Tax 7,933,085.00
Refundable Credit Lottery 8,370,988.00
Beer Tax and Licenses 8,434,752.00
Smokeless Tobacco Tax 3,487,899.00
Property Tax 5,833,626.00
Business Franchise Fees 2,125,209.00
Miscellaneous Transfers 239,287.00
Racing Fees 335,929.00
Miscellaneous Receipts 5,883,594.00
Charter Tax 175,549.00
Telecommunications Tax 76,375.00
Estate and Inheritance 100,284.00
Video Lottery Transfers 968,619.00

Total General Revenue

$ 3,758,372,124.00




General Revenue Collections Fiscal Year 2008-2009

Personal Income Tax

$ 1,557,403,317.00

Consumers Sales and Use Tax

1,110,017,434.00

Severance Tax

359,578,255.00

Corporate Income/Business Franchise

270,237,027.00

Business and Occupation Tax

150,292,700.00

HB 102 Lottery Transfers

127,900,000.00

Cigarette Tax

108,903,702.00

Insurance Tax

103,322,336.00

Interest Income

21,855,175.00

Departmental Collections

14,597,288.00

Liquor Profit Transfers

16,960,842.00

Property Transfer Tax 8,537,130.00
Refundable Credit Lottery 7,371,723.00
Beer Tax and Licenses 8,638,146.00
Smokeless Tobacco Tax 6,190,897.00
Property Tax 5,615,784.00
Business Franchise Fees 1,936,116.00
Miscellaneous Transfers 129,636.00
Racing Fees 480,348.00
Miscellaneous Receipts 19,852,836.00
Charter Tax 423,696.00
Telecommunications Tax 229,556.00
Estate and Inheritance 28,687.00
Video Lottery Transfers 1,049,231.00

Total General Revenue

$ 3,901,551,860.00
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General Revenue Collections 2007-2008

Personal Income Tax

$ 1,518,746,238.00

Consumers Sales

991,993,789.00

Severance Tax

338,176,521.00

Corporate Income/Business Franchise

388,017,365.00

Use Tax

117,828,102.00

Business and Occupation Tax

150,822,471.00

HB 102 Lottery Transfers

77,900,000.00

Cigarette Tax

109,152,254.00

Insurance Tax

103,196,255.00

Interest Income

52,713,407.00

Departmental Collections

16,219,539.00

Liquor Profit Transfers

15,211,048.00

Property Transfer Tax

11,698,879.00

Refundable Credit Lottery 7,325,477.00
Beer Tax and Licenses 8,665,762.00
Smokeless Tobacco Tax 5,516,525.00
Property Tax 5,349,986.00
Business Franchise Fees 2,291,866.00
Miscellaneous Transfers 642,958.00
Racing Fees 993,500.00
Miscellaneous Receipts 1,208,787.00
Charter Tax 3,950,720.00
Telecommunications Tax 303,160.00
Estate and Inheritance 46,046.00
Video Lottery Transfers 317,565.00

Total General Revenue

$ 3,928,288,220.00
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General Revenue Collections Fiscal Year 2006-2007

Personal Income Tax

$ 1,360,511,071.00

Consumers Sales

1,002,596,110.00

Severance Tax 312,245,598.00
Corporate Income/Business Franchise 358,388,437.00
Use Tax 126,934,815.00
Business and Occupation Tax 180,748,060.00

HB 102 Lottery Transfers

77,900,000.00

Cigarette Tax

106,570,122.00

Insurance Tax

97,576,395.00

Interest Income

52,836,843.00

Departmental Collections

14,701,687.00

Liquor Profit Transfers

13,211,351.00

Property Transfer Tax 12,248,630.00
Refundable Credit Lottery 3,991,548.00
Beer Tax and Licenses 8,433,927.00
Smokeless Tobacco Tax 4,822,604.00
Property Tax 4,794,308.00
Business Franchise Fees 1,290,955.00
Miscellaneous Transfers 2,817,177.00
Racing Fees 1,118,000.00
Miscellaneous Receipts 1,155,231.00
Charter Tax 6,918,318.00
Telecommunications Tax -380,003.00
Estate and Inheritance 199,364.00
Video Lottery Transfers 1,091,136.00

Total General Revenue

$3,752,721,687.00
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General Revenue Collections Fiscal Year 2005-2006

Personal Income Tax

$ 1,297,720,394.00

Consumers Sales

1,012,450,612.00

Severance Tax

314,726,682.00

Corporate Income/Business Franchise

347,569,611.00

Use Tax

113,315,058.00

Business and Occupation Tax

185,456,897.00

HB 102 Lottery Transfers

77,900,000.00

Cigarette Tax

107,118,357.00

Insurance Tax

95,655,187.00

Interest Income

34,411,122.00

Departmental Collections

13,834,314.00

Liquor Profit Transfers

11,508,649.00

Property Transfer Tax

13,658,145.00

Refundable Credit Lottery 4,035,650.00
Beer Tax and Licenses 8,547,760.00
Smokeless Tobacco Tax 4,909,270.00
Property Tax 4,590,635.00
Business Franchise Fees 1,818,860.00
Miscellaneous Transfers 685,179.00
Racing Fees 1,089,011.00
Miscellaneous Receipts 4,048,186.00
Charter Tax 5,361,113.00
Telecommunications Tax -430,021.00
Estate and Inheritance 591,724.00
Video Lottery Transfers 829,929.00

Total General Revenue

$ 3,661,402,326.00
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General Revenue Collections Fiscal Year 2004-2005

Personal Income Tax

$ 1,170,087,478.00

Consumers Sales

960,172,426.00

Severance Tax

248,067,923.00

Corporate Income/Business Franchise

280,788,003.00

Use Tax

102,950,409.00

Business and Occupation Tax

182,460,781.00

HB 102 Lottery Transfers

226,991,000.00

Cigarette Tax

98,065,896.00

Insurance Tax

97,711,652.00

Interest Income

13,193,172.00

Departmental Collections

13,070,692.00

Liquor Profit Transfers

11,043,765.00

Property Transfer Tax

12,171,339.00

Special Revenue Transfer

40,756,041.00

Refundable Credit Lottery 3,804,119.00
Beer Tax and Licenses 8,332,550.00
Smokeless Tobacco Tax 4,758,872.00
Property Tax 4,282,076.00
Business Franchise Fees 1,953,552.00
Miscellaneous Transfers 613,723.00
Racing Fees 1,370,000.00
Miscellaneous Receipts 937,195.00
Charter Tax 6,690,261.00
Telecommunications Tax 8,739,561.00
Estate and Inheritance 4,797,239.00
Video Lottery Transfers 1,020,391.00

Total General Revenue

$ 3,504,830,118.00
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General Revenue Collections Fiscal Year 2003-2004

Personal Income Tax

$ 1,068,212,080.00

Consumers Sales

927,991,725.00

Severance Tax

184,354,000.00

Corporate Income/Business Franchise

181,515,211.00

Use Tax

93,373,188.00

Business and Occupation Tax 177,395,094.00
HB 102 Lottery Transfers 126,800,000.00
Cigarette Tax 102,876,773.00
Insurance Tax 93,247,668.00
Interest Income 7,001,230.00
Departmental Collections 18,465,862.00
Liquor Profit Transfers 9,817,041.00
Property Transfer Tax 10,128,603.00
Special Revenue Transfer 2,500,000.00
Refundable Credit Lottery 2,873,291.00
Beer Tax and Licenses 8,313,353.00
Smokeless Tobacco Tax 4,731,793.00
Property Tax 3,976,915.00
Jobs Growth Tax Relief 28,075,000.00
Business Franchise Fees 1,630,825.00
Miscellaneous Transfers 22,612.00
Racing Fees 2,070,000.00
Miscellaneous Receipts 992,449.00
Charter Tax 5,953,280.00
Telecommunications Tax 11,016,694.00
Estate and Inheritance 9,301,246.00
Video Lottery Transfers 304,833.00

Total General Revenue

$ 3,082,940,766.00
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General Revenue Collections Fiscal Year 2002-2003

Personal Income Tax

$ 1,055,522,753.00

Consumers Sales

894,511,173.00

Severance Tax

162,313,803.00

Corporate Income/Business Franchise

181,178,423.00

Use Tax 83,842,976.00
Business and Occupation Tax 178,415,433.00
HB 102 Lottery Transfers 120,000,000.00

Cigarette Tax

45,062,379.00

Interest Income

20,337,446.00

Departmental Collections

10,270,287.00

Liquor Profit Transfers 7,265,000.00
Property Transfer Tax 8,365,472.00
Special Revenue Transfer 3,000,000.00
Insurance Tax 92,788,144.00
Beer Tax and Licenses 8,383,928.00
Smokeless Tobacco Tax 4,627,101.00
Property Tax 4,120,385.00
Business Franchise Registration 1,576,563.00
Miscellaneous Transfers 133,071.00
Racing Fees 1,520,000.00
Miscellaneous Receipts 3,264,662.00
Charter Tax 5,127,355.00

Telecommunications Tax

12,711,309.00

Estate and Inheritance

10,835,905.00

Video Lottery Transfers

1,087,220.00

Total General Revenue

$ 2,916,960,788.00
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General Revenue Collections Fiscal Year 2001-2002

Personal Income Tax

$ 1,034,665,203.00

Consumers Sales

885,943,323.00

Severance Tax

166,513,100.00

Corporate Income/Business Franchise

220,158,496.00

Use Tax

76,812,587.00

Business and Occupation Tax

173,712,450.00

HB 102 Lottery Transfers

49,000,000.00

Cigarette Tax

32,219,157.00

Insurance Tax

81,398,255.00

Interest Income

21,707,563.00

Departmental Collections 9,518,087.00
Liquor Profit Transfers 7,337,593.00
Property Transfer Tax 7,314,554.00
Special Revenue Transfer 3,000,495.00
Beer Tax and Licenses 8,267,253.00
Smokeless Tobacco Tax 2,217,252.00
Property Tax 3,819,371.00
Business Franchise Registration 1,923,972.00
Miscellaneous Transfers 555,105.00
Racing Fees 2,593,000.00
Miscellaneous Receipts 2,479,141.00
Charter Tax 4,959,290.00

Telecommunications Tax

13,189,742.00

Estate and Inheritance

13,321,684.00

Video Lottery Transfers

1,490,708.00

Total General Revenue

$ 2,824,117,382.00
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GENERAL REVENUE FUND
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BUSINESS AND OCCUPATION PRIVILEGE TAX

First year enacted 1921
West Virginia Code Citation:

Chapter 11, Article 13, Sections 1 through 31 inclusive

Brief History of Business and Occupation Tax

Historically the Business and Occupation Tax applied to all persons, corporations,
partnerships and associations engaged in business in West Virginia. The statutes
imposing this tax have been amended various times since the inception. The first
major change was in 1967, when the legislature amended the statute to include
professional persons previously not subject to this tax. In 1971 banking and financial
institutions were also made subject to the tax. However, in 1985, when the legislature
restructured the state tax system, it repealed the Business and Occupation Tax as it
applied to all businesses except for public service or utility businesses (11-13-2d) and
the business of generating and producing electric power (11-13-2m). The repeal was
effective on July 1, 1987. The business and occupation taxes were replaced with a
system of severance, business franchise and corporate net income taxes. The
business and occupation taxes at the local government levels were retained (8-13-5).

Current Summary

The current Business and Occupation Tax does not affect the number of businesses
that it affected before the major statutory changes effective July 1, 1987. The current
tax is levied on public utilities, gas storage operators, and electric power producers.
The rates vary according to the type of activity. Electric power companies fall into
different categories based upon whether the company is a producer or non producer,
whether the sales are to customers at plant locations engaged in manufacturing
businesses, whether the power sold is produced and generated inside or outside West
Virginia, or if desulfurization systems have been installed in electric companies that
produce or generate electricity. Natural gas storage utilities pay a rate based upon net
dekatherms, natural gas utilities pay based upon gross income, as do water utilities,
street and interurban and electrical railways and toll bridge companies.

Persons Required to File Returns and Pay Tax

Effective July 1, 1987, the following businesses are subject to the Business and
Occupation Tax: (a) Public service businesses; (b) Utility businesses; (c) Businesses
which generate and produce electrical power; (d) Businesses which sell electric power.
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Exemptions to Business and Occupation Tax

Electricity generation that is not for profit, commercial use or sale.
Electric power related to selected manufacturing processes.

Retired or inactive generating units.

New generating units are taxable at 40% of official capacity.

Units relying on wind powered turbines are taxable at 12% of capacity.

arwDOE

Credits Allowed Against Business and Occupation Tax

1. Tax credit for business investment and jobs expansion (WV Code 11-13C-1 et
seq.)

2. Tax credit for industrial expansion and industrial revitalization and eligible
research and development projects (WV Codel1-13D-1 et seq.)

3. Tax credit for coal loading facilities (WV Codel1-13E-1 et seq.)

4. Tax credit for increased generation of electricity from coal (WV Code 11-13-2,
11-13-2m)

5. Tax credit for reducing electric and natural gas utility rates for low income
residential customers (WV Code 11-13F-1 et seq.)

Allocation and Use:
Proceeds are deposited to the general revenue fund with the following exception:

Business and Occupation Taxes derived from the businesses producing or
manufacturing synthetic fuel from coal are dedicated by statute to special revenue
funds as follows: 1.The first $ 4 million net tax each fiscal year to be deposited in the
Mining and Reclamations Operations Fund (WV Code 22-3-32). 2. Monies collected
from synthetic fuel in excess of $ 4 million net each fiscal year are deposited to the
Synthetic Fuel Producing Counties Grant Fund, not to exceed $ 2,006,000.00 in the
fiscal year. Ninety percent of these monies are to be used for infrastructure and ten
percent for economic development. 3. Monies collected from synthetic fuel in excess
of $ 6,006,000.00 are to be deposited to the Synthetic Fuel Non Producing Counties
Grant Fund in an amount not to exceed $ 2 million in the fiscal year. This amount is
divided equally to non producing counties. The non producing county commissions are
to first use the money for Regional Jail and Correction Facility Authority and county jail
expenses. And then for any legal public purposes as the county commission
prescribes. Any amounts of Business and Occupation Taxes derived from synthetic
fuel in excess of $ 8,006,000.00 are deposited to the general revenue fund.
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Rates for Business and Occupation Tax

Code Authority

Type of Business

Rate

11-13-2d. (a)(1)

Interurban and electric
railways

1.40% gross

11-13-2d. (a)(2)

Water companies

4.40% gross

11-13-2d. (a)(3)

Electric company producer
of electric for public service
or utility business

4.00% gross

11-13-2d. (a)(3)

Electric company that is a
non producer of electric for
public service or utility
business

3.00% gross

11-13-2d. (a)(3)

Electric company which
also sells to a plant
location of a manufacturing
facility with a demand of
200,000 kilowatts per hour

2.00% gross

11-13-2d. (a)(4)

Natural gas utility

4.29% gross

11-13-2d. (a)(5)

Toll Bridge company

4.29% gross

11-13-22. (a) Natural gas storage $0.05 per net dekatherm
business
11-13-2f. (a) Synthetic fuel from coal for | $0.50 per ton of synthetic

sale, profit, commercial use

fuel

11-13-20 (b)(1)

Electric company
generating for
sale/profit/‘commercial use
utilizing a flue gas
desulfurization system

$ 20.70 per kilowatt

11-13-20(b)(2)

Electric distributor of power
not produced in WV

$0.019 per kilowatt

11-13-20(b)(2)

Electric distributor of power
not produced in WV sold
to a manufacturing facility

$0.005 per kilowatt

11-13-2m(a) Electric company producer | 4.0% of gross
which is not a public
service or utility

11-13-2m(a) Electric company producer | 2.0% of gross

which is not a public
service or utility and sells
to manufacturing facility

11-13-2d(a)(6)

All other public utility
businesses

2.86 % of gross

21




BUSINESS AND OCCUPATION TAX COLLECTIONS SINCE 1989

FISCAL YEAR NET AMOUNT PERCENTAGE OF
COLLECTED CHANGE PER YEAR
1989-90 165,360,747.00
1990-91 192,403,995.00 16.35%
1991-92 186,532,398.00 -3.05%
1992-93 184,219,907.00 -1.24%
1993-94 211,715,803.00 14.93%
1994-95 196,743,759.00 -7.07%
1995-96 190,274,017.00 -3.29%
1996-97 179,822,618.00 -5.49%
1997-98 177,098,573.00 -1.51%
1998-99 182,606,688.00 3.11%
1999-2000 167,944,888.00 -8.00%
2000-2001 177,362,771.00 5.58%
2001-2002 173,712,450.00 -2.06%
2002-2003 178,415,433.00 2.71%
2003-2004 177,395,094.00 -0.57%
2004-2005 182,460,781.00 2.86%
2005-2006 185,456,897.00 1.64%
2006-2007 180,748,060.00 -2.54%
2007-2008 150,822,471.00 -16.56%
2008-2009 150,292,700.00 -0.35%
2009-2010 133,386,079.00 -11.25%
2010-2011 127,591,014.00 -4.34%
2011-2012 121,031,382.00 -5.14%
2012-2013 127,111,826.00 +5.02%
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CONSUMER SALES TAX

First year enacted 1933
West Virginia Code Citation:

Chapter 11, Article 15, Sections 1 to 34 inclusive

Brief History of Consumer Sales Tax

The original Consumers Sales Tax was enacted in 1933 and has been amended
numerous times. Over the years the rates, exemptions, and credits have changed.
The statute has very specifically narrowed the definitions applying to consumer sales
tax law.

Current Summary

The current Consumer Sales Tax applies to all retail sales of tangible personal property
consummated within West Virginia and made for use or consumption or any other
purpose except for resale in its original form without change or processing and also the
furnishing of professional and personal services. The current rate is 6% of the retail
price. Effective January 1, 2006, the sales tax on sales, purchases, and uses of food
and food ingredients was reduced to 5%. The tax is collected from the purchaser by
the retailer. The retailer then submits the tax to the West Virginia Department of
Revenue. The law provides that the purchaser shall pay the tax to the seller. No
compensation or profit is allowed for the collection of the tax.

During a special legislative session in November of 2006, the legislature passed a bill
that lowered the sales tax on food as follows: 1) effective July 1, 2007, a rate of 4%;
2) effective July 1, 2008, a rate of 3%. The rate on vending machine sales, candy
and soda remained at 6%.

During the 2011 legislative session the tax on food was decreased to 2% effective on
December 31, 2011. A special session in August of 2011 further reduced the tax on
food to 1% after June 30, 2012; the food tax was set to terminate on June 30, 2013.
The changes in sales tax on food made during the special session of August 2011
were contingent upon balances in the state Rainy Day Fund/Revenue Shortfall
Reserve Fund.

During the 2003 legislative session the Main Street Fairness Act of 2003 was passed.
It is based upon a national effort by state governments to equalize the competition
between sellers with retail stores within the state and out-of-state sellers that sell to
West Virginia consumers from internet sites, telephone and mail order, and do not
collect consumers sales and use tax. This legislation enables the tax commissioner to
sign the national Streamlined Sales and Use Tax Agreement.

Legislation in 2013 expanded the definition of business presence in state to include
any presence in state such as a customer call center.
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Persons Required to File Returns and Pay Tax

All individuals, corporations, partnerships, associations or other groups engaged in the
business of selling tangible property at retail or dispense certain selected services,
excepting personal services and services provided by a corporation subject to the
control of the public service commission. The tax is required by statute to be collected
from the purchaser. The vendor is then responsible for remitting the tax collected to
the department of revenue. The vendor cannot absorb the tax. If the vendor does not
collect the tax, the vendor shall be personally liable for the amount not collected. If the
purchaser refuses to pay the tax or does not present the vendor with a valid certificate
of exemption, or uses a false certificate, or utilizes the merchandise purchased in such
a manner as would precipitate the loss of the exemption, then the purchaser is
personally liable for the amount of Consumer Sales Tax computed on the purchase.
No profit shall accrue to any vendor as a result of collection of the tax, nor can any fee
be charged by the vendor for collection and remitting the tax.

Exemptions Consumers Sales Tax

(1) Sales of gas, steam and water delivered to consumers through mains of pipes
and sales of electricity.

(2) Sales of textbooks required to be used in any of the schools of West Virginia or
any institution in West Virginia which qualifies as a nonprofit or educational
institution subject to the West Virginia Department of Education and the Arts,
and Higher Education Policy Commission.

(3) Sales of property or services to this State, its institutions or subdivisions,
governmental units, institutions or subdivisions of other states.

(4) Sales of property or services to churches provided that the churches make no
charges for the services they render. Does not apply to gasoline or special fuel.

(5) Sales of tangible personal property or services to a corporation or organization
with a current registration certificated issued under WV Code Chapter 11,
Article 12, or is exempt from federal income tax under Section 501(c) (3) or ( ¢)
(4) of the Internal Revenue Service Code of 1986.

(6) Isolated sales transactions in which any taxable good or service is sold that
would not occur in the ordinary course of business in repeated and successive
transactions.

(7) Sales of tangible personal property or of any taxable services rendered for use
or consumption in connection with the commercial production of an agricultural
product the ultimate sale of which is subject to taxation. Sales of tangible
personal property and services to be used or consumed in the construction of
or permanent improvement to real property are not exempt. Sales of gasoline
and special fuel are not exempt. Nails and fencing shall not be considered
improvements to real property.

(8) Sales of tangible personal property to a person for the purpose of resale in the
form of personal property. Provided that sales of gasoline and special fuel by
distributors and importers are taxable except when the sale is to another
distributor for resale. Also provided that sales of building materials or supplies
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or other property to a contractor which is to be installed in, or affixed to or
incorporated by that person or his or her agent into any real property, building
or structure is not exempt.

(9) Sales of newspapers when delivered to consumers by route carriers.

(10) Sales of drugs, durable medical goods, mobility enhancing equipment and
prosthetic devices dispensed upon prescription and sales of insulin to consumers
for medical purposes.

(11) Sales of radio and television broadcasting time, preprinted advertising circulars
and newspaper and outdoor advertising space for the advertisement of goods or
services.

(12) Sales and services performed by day care centers.

(13) Casual and occasional sales of property of services not conducted in a
repeated manner or in the ordinary course of repetitive and successive
transactions of like character by a corporation or organization which is exempt
from tax under Section 501 (c) (3) of the Internal Revenue Code of 1986 as
amended.

(14) Sales of property or services to a school which has which has approval from the
Higher Education Policy Commission boards to award degrees, which has its
principal campus in West Virginia and which is exempt from federal and state
income taxes under IRS Code Section 501 (c) (3).

(15) Sales of lottery tickets and materials by licensed lottery sales agents and lottery
retailers authorized by the lottery commission under the provisions of WV Code
(29-22-1 et seq.).

(16) Leases of motor vehicles titled pursuant to the provisions of WV Code (17A-3-1
et seq.) to lessees for a period of thirty or more consecutive days.

(17) Sales of propane to consumers for the purpose of heating poultry houses.

(18) Any sales of tangible personal property or services purchased after September
30, 1987. And lawfully paid for with food stamps pursuant to the federal food
stamp program codified in 7 U.S.C. & 2011 et seq., as amended, or with drafts
issued by the West Virginia special supplement food program for women, infants
and children codified in 42 U.S.C. & 1786.

(19) Sales of tickets for activities sponsored by elementary and secondary schools
and secondary schools located within West Virginia.

(20) Sales of electronic data processing services and related software: Provided that
for the purposes of this subdivision “electronic data processing services” means:
(A) The processing of another’s data, including all processes incident to
processing of data such as keypunching, keystroke verification, rearranging or
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sorting previously documented data for the purpose of data entry or automatic
processing and changing the medium on which data is sorted, whether these
processes are done by the same person or several persons; and (B) providing
access to computer equipment for the purpose of processing data or examining
or acquiring data stored in or accessible to the computer equipment.

(21) Tuition charged for attending educational summer camps.

(22) Dispensing of services performed by one corporation, partnership or limited

liability company for another corporation, partnership or limited liability company
for another corporation, partnership or limited liability company when the entities
are members of the same controlled group or are related taxpayers as defined in
Section 267 [26 U.S.C. and 267] of the Internal Revenue Club.

(23) Purchases of food for the following are exempt:

(A) Food purchased or sold by private schools, public schools, school sponsored
student organizations or school sponsored parent-teacher associations to
students enrolled in such school or to employees of such school during
normal school hours; but not those sales of food made to the general public.

(B) Food purchased or sold by private or public colleges and universities or by a
student organization officially recognized by the university or college to
students enrolled in the college or university when the sales are made on a
contract basis so that a fixed price is paid for consumption of food products
for a specific period of time without respect to the amount of food actually
consumed by the particular individual contracting for the sale and no money
is paid at the time the food product is sold or consumed.

(C) Food purchased or sold by a charitable or private nonprofit organization, a
nonprofit organization or a government agency under a program to provide
food to low income persons at or below cost.

(D) Food sold by a charitable or private nonprofit organization or a governmental
agency under a program operating in West Virginia for a minimum of five
years to provide food at or below cost to individuals who perform a minimum
of two hours of community service for each unit of food purchased from the
organization.

(E) Food sold in an occasional sale by a charitable or nonprofit organization
including volunteer fire departments and rescue squads, if the purpose of the
sale is to obtain revenue for the functions and activities of the organization
and the revenue obtained is actually expended for that purpose.

(F) Food sold by any religious organization at a social or other gathering
conducted by it or under its auspices, if the purpose of selling the food is to
obtain revenue for the functions and activities of the organization and the
revenue obtained from selling the food is actually used in carrying on those
functions and activities. Provided, That those purchases made by the
organizations are not exempt as a purchase for resale.

(G) Food sold by volunteer fire departments and rescue squads that are exempt
from federal income taxes under Section 501 (c) (3) or (c) (4) of the IRS Code
of 1986, as amended, when the purpose of the sale is to obtain revenue for
the functions and activities of the organization and the revenue obtained is
exempt for federal income tax and actually expended for that purpose.
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(24) Sales of food by little leagues, midget football leagues, youth football or
soccer leagues, band boosters or other school or athletic booster organizations
supporting activities for grades kindergarten through twelve and similar types of
organizations, including scouting groups and church youth groups, if the
purpose in selling the food is to obtain revenue for the functions and activities of
the groups.

(25) Charges for room and meals by fraternities and sororities to their members.

(26) Sales of or charges for the transportation of passengers in interstate
commerce.

(27) Sales of tangible personal property or services to any person who claims
exemption from the tax imposed by WV Code 11-15A-1 et seq.

(28) Charges for the services of opening and closing a burial plot.

(29) Sales of livestock, poultry or other farm products in their original state by the
producer of the livestock, poultry or other farm products or a member of the
producers immediate family who is not otherwise engaged im making retail
sales of tangible personal property; and sales of livestock sold at public sales
sponsored by breeders or registry associations or livestock auction markets.

(30) Sales of motion picture films to motion picture exhibitors for exhibition if the
sale of tickets or the charge for admission to the exhibition of the film is subject
to the tax imposed by WV Code 11-15. Also sales of coin operated video
arcade machines or video arcade games to a person engaged in the business
of providing the machines to the public for a charge upon which the tax is
imposed by WV Code 11-15, that is remitted to the tax commissioner.

(31) Sales of aircraft repair, remodeling and maintenance services when the
services are to an aircraft operated by a certified or licensed carrier of person s
or property or by a governmental entity, or to an engine or other component
part of an aircraft operated by a certified or licensed carrier or persons or
property, or by a governmental entity. Also sales of tangible personal property
that is permanently affixed or permanently attached as a component part of an
aircraft, and tools and equipment used in the repaid remodeling or maintenance
of these aircraft.

(32) Charges for memberships or services provided by health and fitness
organizations relating to personalized fitness programs.

(33) Sales of services by individuals who baby-sit for profit not to exceed five
thousand dollars in gross income for taxable year.
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(34) Sales of services by public libraries or by libraries at academic institutions or
libraries in institutions of higher learning.

(35) Commissions received by a manufacturer’s representative.

(36) Sales of primary opinion research services when: (1) provided to an out of
state client, (2) results of the opinion research are transferred to the client on
means of interstate commerce, for use by the client outside the state of West
Virginia, (3) the transfer of results is indispensable to the service

(37) Sales of property or services to persons within the state when those sales are
for the purposes of the production of value-added products.

(38) Sales of music instructional services by a music teacher and artistic services
or artistic performances pursuant to a contract with a retail establishment.

(39) Charges to a member by a membership association or organization which is
exempt from paying federal income taxes und Section 501 (c) (3) or (c) (6) of
the Internal Revenue Code.

(40) Sales of governmental services or governmental materials by county
assessors, county sheriffs, county clerks or circuit clerks in the normal course of
local government operations.

(41) Direct or subscription sales by the Division of Natural Resources of the
magazine currently entitled “Wonderful West Virginia”, and the publication
entitled “Goldenseal”, and the journal currently entitled “West Virginia History”,
by the Division of Culture and History.

(42) Sales of soap to be used car wash facilities.

(43) Commissions received by a travel agency from out of state vendors.

(44) The service of providing technical evaluations for compliance with federal and
state environmental standards provided by environmental and industrial
consultants who have formal certification through the West Virginia Department

of Environmental Protection or the West Virginia Bureau of Public Health or
both.

(45) Sales of tangible personal property and services by volunteer fire departments
and rescue squads that are exempt from federal income taxes under Section
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501 (c)(3) or (c) (4) of the Internal Revenue Code, if the sole purpose of the
sale is to obtain revenue for the functions and activities of the organization.

(46) Lodging franchise fees, including royalties, marketing fees, reservation system
fees or other fees imposed by a lodging franchiser as a condition of the
franchise agreement.

(47) Sales of regulation size United States flag and the regulation size West
Virginia flag for display.

Credits Consumer Sales Tax

1. Tourism development project tax credits

Allocation and Use:

Proceeds are to be deposited to the general revenue fund with the following
exceptions:

Taxes collected on sales of gasoline and special fuel shall be deposited to the state
road fund.

Taxes collected by the Alcohol Beverage Control Commissioner shall be deposited into
a revolving fund designated Drunk Driving Prevention Fund.

School Major Improvement Fund receives monthly the amount of $ 416,667.00.

School Construction Fund receives monthly the amount of $ 1,416,667.00. Effective
July 1, 1998, funds are dedicated in an amount equal to any annual difference that may
occur between the debt service payment for the fiscal year 1997 for school
improvement bonds issued under the Better School Building Amendment and the
amount of funds required for debt service on these school improvement bonds in any
current fiscal year thereafter.

Prepaid wireless calling service sales taxes are dedicated to the Public Service
Commission in lieu of the wireless enhanced 911 fee imposed by WV Code 24-6-6b.

Rates for Consumer Sales Tax:

Six percent
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Two percent on food purchases as of December 31, 2011; after June 30, 2012 food is

taxed at one percent.

Calculation of tax on fractional parts of a dollar: The computation shall be carried to
the third decimal place and the tax rounded up to the next whole cent whenever the
third decimal place is greater than 4 and rounded down when the third decimal place is

four or less.

Sales Tax Collections

Fiscal Year Special Revenue General Revenue % Difference year
to year
1962-63 $ 43,496,081.
1963-64 45,863,244. 5.44%
1964-65 48,538,261. 5.83%
1965-66 53,636,247. 10.50%
1966-67 56,802,900. 5.90%
1967-68 60,819,509. 7.07%
1968-69 65,260,452. 7.30%
1969-70 74,269,162. 13.80%
1970-71 76,648,852. 3.20%
1971-72 83,437,998. 8.86%
1972-73 91,593,628. 9.77%
1973-74 100,072,484. 9.26%
1974-75 109,486,253. 9.41%
1975-76 123,870,438. 13.14%
1976-77 134,479,895. 8.57%
1977-78 146,639,899. 9.04%
1978-79 161,906,079. 10.41%
1979-80 159,439,520. (1.52)%
1980-81 152,636,112. (4.27)%
1981-82 233,307,933. 52.85%***
1982-83 241,054,635. 3.32%
1983-84 251,972,096. 4.53%
1984-85 268,301,712. 6.48%
1985-86 276,075,676. 2.90%
1986-87 291,183,559. 5.47%
1987-88 330,516,349. 13.51%
1988-89 58,240,432. 370,337,006. 12.05%
1989-90 60,000,000. 494,553,427. 33.54%***
1990-91 60,000,000. 536,559,244. 8.49%
1991-92 60,000,000. 569,162,318. 6.08%
1992-93 5,000,000. 652,286,754. 14.60%
1993-94 0 681,773,813. 4.52%
1994-95 0 743,516,382. 9.06%
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Fiscal Year Special Rev General Rev % Difference year
to year

1995-96 12,000,000. 745,521,884. 0.27%
1996-97 22,000,000. 775,185,438. 3.98%
1997-98 22,000,000. 794,339,205. 2.47%
1998-99 22,811,772. 829,024,041. 4.37%
1999-2000 25,213,743. 845,796,851. 2.02%
2000-2001 27,538,008. 852,512,206. 0.97%
2001-2002 27,790,997. 885,943,323. 3.92%
2002-2003 29,945,022. 894,511,172. 0.97%
2003-2004 30,097,270. 927,991,725. 3.74%
2004-2005 32,218,204. 960,172,426. 3.47%
2005-2006 32,228,435. 1,013,450,611. 5.44%
2006-2007 32,217,000. 1,002,596,109. (0.97)%
2007-2008 32,217,000. 991,993,789. (1.06)%
2008-2009 32,217,000. 826,538,137. (16.68)%
2009-2010 32,217,000. 780,098,533. (5.62)%
2010-2011 32,218,976. 771,508,686. (1.10)%
2011-2012 33,105,861. 846,405,345. 9.70%
2012-2013 38,842,678. 1,193,289,992. 40.0%

Consumer Sales Tax

***Rate increases
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WEST VIRGINIA PERSONAL INCOME TAX

First year enacted 1961
West Virginia Code Citation:
Chapter 11, Article 21, Sections 1- 96 inclusive

Chapter 11, Articles 13A through 13Z (as pertains to certain tax credits applicable to
personal income tax liability)

Chapter 11, Article 13AA, Section 5 (as pertains to tax credit)

Brief History of West Virginia Personal Income Tax

The original Personal Income Tax was enacted in 1961, and has been amended
numerous times. Over the years the rates, deductions, and exemptions have changed.
The statute has been amended various times to include many tax credits, generally
expiring within a defined period.

Current Summary

The West Virginia Personal Income Tax applies to all individuals who earn or receive
income in this state in an amount exceeding $10,000.00 of federally adjusted income
($5,000.00 for married individuals filing separately). It is based upon a calendar year of
January 1, to December 31. The low rate is 3% and the highest rate is 6 and 1 half
percent and is encompassed in five brackets; the lowest bracket is $10,000.00 and the
highest is $60,000.00. The returns mirror the federal returns and legislation is enacted
annually to update the West Virginia Income Tax code to be in conformity with the
federal tax code.

The 2007 session of the legislature passed legislation that eliminated the state
personal income tax liability for taxpayers with modified federal adjusted gross income
at or below the applicable federal poverty guideline based upon family size through a
tax credit.

Persons Required to File Returns and Pay Tax

The tax, as its name implies, is a personal income tax upon each resident individual,
estate or trust, or each nonresident individual, estate or trust whose income, whole or
in part, was derived from West Virginia sources, except nonresidents whose income is
taxed in resident state and which state provides similar exemptions to residents of the
state of West Virginia.

Exemptions Personal Income Tax
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As of January 1, 1987, the personal income tax exemption for an individual is
$2,000.00; it applies to the number of federal exemptions allowed on the federal
income tax return for that same year. A surviving spouse is allowed one additional
exemption of $ 2,000.00 for the two taxable years beginning after the year of death of
the deceased spouse.

Basis for Computation of Personal Income Tax

The adjusted gross income on the federal personal income tax is the basis for state
income tax. However, there are modifications increasing and decreasing this basis.

Modifications that Increase federal adjusted gross income are as follows:

(1) Interest income on obligations of any state other than this state or of a political
subdivision in another state.

(2) Interest or dividend income on obligations or securities of any authority,
commission or instrumentality of the United States, which the laws of the United
States exempt from federal income tax but not from state income taxes.

(3) Deduction allowed when determining federal adjusted income that is not
allowed as a deduction under WV Code (11-21-1 et seq.).

(4) Interest on indebtedness incurred or continued to purchase or carry obligations
or securities the income from which is exempt from tax by WV Code 11-21, to
the extent of determining federal adjusted gross income.

(5) Interest on a depository institution tax exempt savings certificate which is
allowed as an exclusion from federal gross income under Section 128 of the
Internal Revenue Code.

(6) The amount of a lump sum distribution for which the taxpayer has elected under
Section 402(e) of the Internal Revenue Code of 1986, as amended, to be
separately taxed for federal income tax purposes.

(7) Amounts withdrawn from a medical savings account established by or for an
individual under WV Code (33-15-20) or WV Code (33-16-15) that are used for
a purpose other than medical expenses.

Modifications that decrease federal adjusted gross income are as follows:

(1) Interest income on obligations of the United States and its possessions to the
extent includable in gross income for federal tax purposes.

(2) Interest or dividend income on obligations or securities of any authority,
commission or instrumentality of the United States or of the state of West
Virginia to the extent includable in gross income for federal income tax
purposes but exempt from state income taxes under the laws of the United
States or of the State of West Virginia including federal interest or dividends
paid to shareholders of a regulated investment company, under Section 852 of
the Internal Revenue Code.

(3) Any amount included in federal adjusted gross income for federal income tax
purposes for the taxable year that is not included in federal adjusted gross
income under WV Code (11-21-1 et seq.).
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(4) The amount of any refund or credit for overpayment of income taxes imposed
by this state, or any other taxing jurisdiction, to the extent properly included in
gross income for federal income tax purposes.

(5) Annuities, retirement allowances, returns of contributions and any other benefit
received under the WV Public Employees Retirement System, the WV
Teachers Retirement System and all forms of military retirement, including
regular armed forces, reserves and National Guard including any survivorship
annuities derived to the extent includable in gross income for federal tax
purposes. Modification cannot exceed $2,000.00.

(6) Retirement income received in the form of pensions and annuities under any
WYV police, Firemen’s Retirement System or the WV State Police Death,
Disability and Retirement Fund, the WV State Police Retirement System or the
WYV Deputy Sheriff Retirement System including any survivor’s annuities
derived from these programs, to the extent includable in gross income for
federal income tax purposes.

(7) For taxable years January 1, 2001 to December 31, 2002, military retirement
pay in an amount equal to 2% multiplied by the number of years of active duty
in the armed forces of the United States with the product multiplied by the first
$30,000.00 of retirement pay. This includes retirement income from regular
armed forces, reserves and National Guard. Includes survivorship annuities
and is allowed to the extent included for federal income tax purposes.

(8) For taxable years beginning January 1, 2003, the first $20,000.00 of military
retirement pay from regular armed forces, reserves and National Guard, and
survivor’s annuities to the extent included for federal income tax purposes.

(9) Federal adjusted income in the amount of $ 8,000.00 received from any source
by any person who has attained the age of 65, or by any person certified by the
proper authority as permanently and totally disabled, regardless of age.
Provided that: the total amount in the previous modifications does not exceed
$8,000.00. If the total amount of modifications is less than $8,000.00 the
amount allowed in this section is the difference between $8,000.00 and the
sum of the previous modifications. A surviving spouse is eligible for this
modification, subject to the same limits.

Additional modifications reducing federal adjusted gross income are: deductions for
long term care insurance; payments made under a prepaid tuition contract or other
college savings plan under WV Code (18-30-1 et seq.); pension income less than
guaranteed amount under a retirement plan that had a maximum benefit guarantee
that was terminated; active duty military pay under Executive Order of the President of
the United States in “operation enduring freedom” or for domestic security duty;
amounts for travel on WV toll roads paid electronically through the use of (PAC) cards;
contributions to a qualified trust for maintained for the benefit of a child with autism.

Additional modifications increasing federal adjusted gross income are: amounts
deducted on federal returns under Section 199 of the Internal Revenue Code; and
amounts previously deducted for prepaid tuition and college savings plans that are
subsequently withdrawn and not used for qualified expenses.
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Credits Allowed Personal Income Tax

(1) Senior citizen’s tax credit for property tax paid on first $20,000.00 of taxable
assessed value of a homestead.

(2) Low income family tax credit.

(3) Credit for income tax paid to other states.

(4) Credit for qualified rehabilitated buildings investment

(5) Credit for qualified rehabilitated residential buildings investment
(6) Credit for nonfamily adoption

(7) Credit for residential solar energy

(8) Credit for alternative fuel vehicles powered by compressed natural gas, liquefied
natural gas or liquefied petroleum gas.

There are various other tax credits that may be applied to the personal income tax.
However, these credits can only be applied after the credit has first been applied to
business taxes such as business franchise and corporate income tax liability.
Examples are: Economic Opportunity Tax Credit, (11-13Q-7); Strategic Research and
Development Tax (11-13R-6); High Growth Business Investment Tax Credit (11-13U-
4); Investment and Jobs Expansion Tax Credit (11-13C-4d); Neighborhood Investment
Program Tax Credit (11-13J-6); New Value-Added Wood Manufacturing Credit (11-
13M-5); New Steel Manufacturing Operations Credit (11-13N-5); New Aluminum or
Polymer Manufacturing Tax Credit (11-130-5); Apprenticeship Training Tax Credit (11-
13W-1); Tax Credit for Agricultural Equipment (11-13K-2); WV Film Industry
Investment Act Credit (11-13X-8); Commercial Patent Incentives Act Credit (11-13AA-
5).

Allocation and Use

Deposited in the general revenue fund and appropriated by the West Virginia
legislature.

An annual amount of $ 45 million of the tax is dedicated by WV Code (11-21-96), to the
payment of the unfunded liability of the old workers compensation fund created in WV
Code ( 23-2C-1 et seq.) at a rate of $ 5 million per month except the months of July,
August and September. These amounts shall continue until the governor has certified
to the legislature that an independent actuary has determined that the unfunded liability
has been provided for in its entirety.

A special fund entitled the “Special Income Tax Reserve Fund” is allowed to
accumulate funds for the adequate cash flow coverage of post income tax refunds.
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History of Personal Income Tax Collections

Fiscal Year Amount Collected % Change fiscal year
1960-61 $860,118.95

1961-62 20,958,721.48 2,336.72%
1962-63 17,205,286.00 -17.91%
1963-64 18,061,340.19 4.98%
1964-65 20,705,848.06 14.64%
1965-66 23,729,308.55 14.60%
1966-67 27,118,803.48 14.28%
1967-68 28,195,860.16 3.97%
1968-69 30,959,002.18 9.80%
1969-70 40,061,163,76 29.40%
1970-71 59,102,102.83 47.53%
1971-72 89,151,925.00 50.84%
1972-73 88,458,220.00 -0.78%
1973-74 99,563,461.00 12.55%
1974-75 119,237,542.00 19.76%
1975-76 140,106,549.00 17.50%
1976-77 164,671,243.00 17.53%
1977-78 182,941,328.00 11.09%
1978-79 217,332,934.00 18.80%
1979-80 252,363,558.00 16.12%
1980-81 268,097,421.00 6.23%
1981-82 305,963,677.00 14.12%
1982-83 310,581,897.00 1.51%
1983-84 400,389,033.00 28.92%
1984-85 432,480,145.00 8.02%
1985-86 423,704,227.00 -2.03%
1986-87 454,992,491.00 7.38%
1897-88 394,183,876.00 -13.36%
1988-89 467,419,856.00 18.58%
1989-90 516,862,534.00 10.58%
1990-91 576,340,030.00 11.51%
1991-92 612,508,664.00 6.28%
1992-93 621,175,512.00 1.42%
1993-94 669,694,241.00 7.81%
1994-95 709,923,304.00 6.01%
1995-96 750,889,201.00 5.77%
1996-97 786,190,006.00 4.70%
1997-98 866,107,054.00 10.17%
1998-99 919,879,941.60 6.21%
1999-2000 965,720,755.45 4.98%
2000-2001 1,020,689,767.05 5.69%
2001-2002 1,034,665,203.47 1.37%
2002-2003 1,055,522,753.00 2.02%
2003-2004 1,068,212,080.00 1.20%
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Fiscal Year Amount Collected % Change fiscal year
2004-2005 1,170,087,478.00 9.54%
2005-2006 1,297,720,394.00 10.91%
2006-2007 1,360,511,071.00 4.84%
2007-2008 1,518,746,238.00 11.63%
2008-2009 1,577,403,317.00 2.55%
2009-2010 1,446,852,095.00 -7.10%
2010-2011 1,593,168,829.00 10.11%
2011-2012 1,688,963,133.00 6.01%
2012-2013 1,745,566,591.00 3.35%

Personal Income Tax
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LIQUOR PROFITS

First year enacted 1955

West Virginia Code Citation:
Chapter 60, Articles 1-8 inclusive
Brief History

Sales of alcoholic liquor at both the wholesale and retail level were at the control of the
state until the early 1990s. The state of West Virginia owned and operated the retail
outlets. The Alcohol Beverage Control Commissioner (originally known as the West
Virginia Liquor Control Commission) controlled the wholesale and retail sales of
alcohol. The commissioner established retail stores and agencies throughout West
Virginia, subject to local option election in the county or municipality.

Current Summary

The Alcohol Beverage Control Commissioner currently sells liquor on the wholesale
market only. The legislature changed the statute during the 1990 session. Retall
liquor is sold by retail licensees only. Potential licensees submit sealed competitive
bids to the state retail liquor licensing board. Bids from West Virginia residents are
given a five percent preference. The first licenses issued when the statute changed
expired on July 1, 2000. In the fiscal year before July 1, 2000, the bidding process
reopened and the new licenses were issued to the highest bidders. New licenses are
issued on a ten year cycle.

In June 2009, the legislature changed some of the license classifications before the
July 1, 2010 issuance of newly bid licenses. The new license categories are A and B.
The A license is a freestanding liquor retail outlet and the B license is a mixed retail
liquor outlet.

Before opening the retail license bidding procedure the Retail Liquor Licensing Board
will have determined the minimum bids for each license based upon a review of the
sales of that outlet or outlets. There are other factors to be considered in determining
the minimum acceptable bids. The board also considers the revenues projected by the
governor’s official revenue estimates from liquor license renewal.

In addition to the initial bid amount paid to the Commissioner for the purchase of the
retail license for ten years, there is an annual license fee required. Class A license fee
is $2,000.00 per annum and a Class B license fee is $ 2,000.00 per annum.

Persons Required to Purchase Licenses and Rates

License Fees in General WV Code (60-4-15):

Distilleries $1,500.00 per annum
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Wineries $ 1,500.00 per annum

Breweries $ 1,500.00 per annum

Bottling Plants $ 1,500.00 per annum

Whole sale druggists $ 500.00 per annum

Institutions $ 10.00 per annum

Industrial Use $ 50.00 per annum

Industrial Plants Producing Alcohol $250.00 per annum
Retail Druggists $ 10.00 per annum

Farm Wineries $ 50.00 per annum

Mini-distilleries $ 50.00 per annum

Licenses and Fee Applicable to Wine WV Code (60-8-3)
Suppliers License $ 150.00 per annum

Distributor’s License $ 2,500.00 Plus $ 2,500.00 for each warehouse or location per
annum

Retailer’s License $ 150.00 per annum
Wine Specialty Shop License $ 250.00 per annum
Wine Tasting License $ 150.00 per annum

Private Wine Bed and Breakfast $ 150.00 Plus $150.00 per additional location per
annum

Private Wine Restaurant License $250.00 Plus $250.00 per additional location per
annum

Private Wine Spa License $ 150.00 Plus $150.00 per additional location per annum
Wine Sampling License $150.00 per annum

Direct Shippers License $ 150.00 wine only; $250.00 for wine, sherry, port, Madeira
per annum

Multi capacity winery or multi capacity farm winery $ 300.00 per annum
Special one day license for heritage fairs and festivals $00.00
Special ten day license for fairs, festivals and events $ 250.00

Professional Baseball Stadium Wine license $ 250.00 per annum
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Licenses to Private Clubs WV Code (60-7-6)
Fraternal, veteran, nonprofit social club license $750.00 per annum

Private clubs other than fraternal, veteran or nonprofit $ 1,000.00 per annum if
membership less than 1,000; $ 2,500.00 if more than 1,000 members

In addition to the categories above, a license is required of any person, firm or
corporation acting or serving as an agent, broker or salesman selling or offering to sell
alcoholic liquor to the commissioner or a distributor of wine. The annual license fee is
fifty dollars.

Wine Liter Tax WV Code (60-8-4)

There is a tax of 26 and 406/1000 cents per liter. It is levied upon all wine sold by
suppliers and distributors and all wine sold and sent to West Virginia adult residents
from direct shippers, except wine sold to the commissioner.

Allocation and Use

Monies received by the commissioner are deposited into an operating fund. All
receipts accruing to and available for the general revenue fund in excess of the
requirements of the operating fund and the license fee and additional sales taxes
imposed by WV Code Chapter 60 shall be remitted to the State Treasurer within fifteen
days next after the end of the calendar month (WV Code 60-3-17).

The five percent of purchase sales tax imposed in WV Code, 60-3A-21, on the retail
sale of liquor is distributed to the county or municipality where it is collected. The tax
commissioner remits the money to the State Treasurer and the State Treasurer remits
it quarterly to the counties and municipalities.

Wine liter taxes are deposited to the general revenue fund (WV Code 60-8-25). Wine
license fees in the amount of the first $200,000 are deposited into a special revolving
fund, the Tax Commissioner’'s Wine Tax Administration Fund; remaining monies
collected are deposited to the Alcohol Beverage Control Commissioner Wine License
Special Fund.

Liquor Profits Net Yield History

YEAR SALES AND COST OF EXPENSES EARNINGS TO
OTHER MERCHANDISE GENERAL
INCOME REVENUE
1968-69 44,342,723. 28,042,569. 5,102,695. 11,197,459.
1969-70 47,153,832. 29,191,008. 5,386,369. 12,576,455.
1970-71 51,341,485. 31,802,916. 5,872,341. 13,666,228.
1971-72 56,075,407. 34,672,074. 6,155,179. 15,248,154.
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Year Sales Cost of Expenses Earnings
Merchandise General
Revenue

1972-73 59,832,264. 37,001,592. 7,381,277. 15,449,295.
1973-74 61,174,549. 37,077,580. 8,495,937. 15,601,032.
1974-75 66,779,226. 41,498,956. 9,318,875. 15,961,395.
1975-76 71,259,548. 44,617,335. 9,724,489. 16,917,724.
1976-77 73,780,404. 44,979,328. 11,104,267. 17,696,8009.
1977-78 78,906,307. 47,691,663. 11,410,351. 19,804,293.
1978-79 83,373,767. 50,493,739. 12,581,791. 20,298,237.
1979-80 89,108,438. 52,776,744. 13,597,304. 22,734,390.
1980-81 89,490,821. 53,149,962. 14,519,769. 21,821,090.
1981-82 79,432,700. 44,938,088. 15,385,022. 19,109,590.
1982-83 72,748,806. 38,777,448. 14,994,557. 18,976,801.
1983-84 65,753,411. 33,762,024. 14,593,920. 17,397,467.
1984-85 61,688,074. 32,152,634. 14,965,813. 14,569,627.
1985-86 59,920,457. 32,947,051. 15,899,917. 11,073,489.
1986-87 58,386,513. 32,849,573. 17,099,031. 8,437,9009.
1987-88 55,267,793. 32,205,264. 15,801,271. 7,261,258.
1988-89 54,550,525. 31,255,275. 15,288,118. 8,007,132.
1989-90 55,339,302. 30,702,638. 14,934,483. 9,702,181.
1990-91 72,663,428. 37,437,762. 11,492,666. 23,733,000.***
1991-92 47,433,750. 36,150,292. 4,680,970. 6,602,488.
1992-93 48,096,545. 36,147,115. 4,482,029. 7,467,401.
1993-94 47,849,164. 35,718,969. 4,468,518. 7,661,677.
1994-95 47,319,627. 35,350,620. 4,903,737. 7,065,270.
1995-96 47,367,552. 35,431,456. 4,634,981. 7,301,115.
1996-97 48,771,329. 34,709,210. 7,049,876. 7,012,243.
1997-98 48,680,680. 36,367,280. 5,267,956. 7,154,351.
1998-99 48,956,431. 36,599,539. 5,256,759. 7,100,133.
1999-2000 53,838,749. 36,465,913. 5,509,508. 7,293,321.
2000-2001 50,268,755. 41,567,103. 4,723,006. 7,262,832.
2001-2002 55,279,804. 41,243,911. 6,558,124. 7,447,768.
2002-2003 57,901,094. 42,870,342. 6,957,853. 7,265,000.
2003-2004 62